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Merchandising the Department Store to 
Meet Competition 


D. OLson 


It is the thesis of this article that the department store must develop 
central buying of staples to a greater degree if it is to meet the 


price and quality advantages of the chains. 


It must develop more 


taste and individuality in its fashion departments if it is to meet 
the competition of the specialty shops 


The department store, as it stands 
today, is a development of the old general 
store, whose chief function and excuse 
for existence was to serve a given com- 
munity with as many as possible of its 
everyday requirements. That was a 
broad scope and success was determined 
by the degree to which it could anticipate 
the needs of the majority of its customers. 

Most of the great retail distributing 
institutions, today known as department 
stores, were founded on this general 
theory. They succeeded in proportion 
to their ability to serve the great ma- 
jority. As the business grew larger, 
departments were created, carrying as 
clearly a defined line of merchandise as 
possible, realizing the necessity of special- 
izing within the bounds of its own organi- 
zation, and varying the percentage of 
markup depending upon circumstances 
relative to the handling of the various 
lines. In other words, the old general 
store, attempting to carry everything, 
acknowledged this necessity as it grew 


and succeeded in proportion to its ability 
to specialize in meeting the many diver- 
sified needs of its customers. 


SPECIALISTS IN STAPLES AND IN FASHION 
MERCHANDISE 


Years ago some smart people realized 
that this specialization could be applied 
with great economic success, outside of 
the department store, to most of the 
staples. It could be applied to those 
that would lend themselves to the mass- 
production principle and that could be 
distributed without much regard to the 
whims of style, class, or geographical 
location. The success of this idea needs 
no explanation. It is proved by the 
growth enjoyed by the chain stores of 
the Woolworth type. 

Another smart group realized that the 
idea of specialization could be carried 
out to proportionate success by selecting 
things with the opposite appeal; namely, 
style. Out of this idea grew the specialty 
shop, to be found mostly in wearing ap- 
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parel. Here a complete reversal of the 
staple theory of the chain store was 
brought into play; namely, the intensi- 
fied study of all things that the chain 
store disregarded, such as climate, fash- 
ions, tastes, and geographical location 
within a small area. 

Now, in the first instance, the funda- 
mental requirements were mass produc- 
tion and organization. In the second in- 
stance, the opposite prevailed—a highly 
concentrated style appeal with less 
thought given to either price or quantity 
production. 

The difference between these two 
methods is shown by the fact that on one 
hand chain stores are dealing in tangibles 
where utility and price are most impor- 
tant and most of the values are easily 
recognized by the public. On the other 
hand, most of the specialty-shop lines 
are those in which intangible qualities 
are important, where beyond the strictly 
utilitarian aspect the value is intangible. 
In other words, one may buy for a small 
amount of money a suit of clothes or a 
dress that will wear well and keep one 
warm, but most people want something 
besides warmth and wearability in 
clothes. If they didn’t, they would all 
wear overalls. 

In the promotion of merchandise of 
this intangible nature, the stressing of 
price is of minor importance. The 
great problem is the selling of ideas, be- 
cause ideas and exclusiveness constitute 
most of the value of a smart dress or hat. 


NEED FOR DISTINCT METHODS IN MER- 
CHANDISING STAPLES AND FASHIONS 


The claim made here is that it is futile 
to attempt to promote staples and fashion 
merchandise on a similar basis. In 
fact, this was proved by the original 





necessity of departmentalizing the old 
general store so that kitchen ware is 
carried in one department and dresses in 
another: also in the more recent trend of 
establishing little shops in the more suc- 
cessful dress departments. This claim 
is also based on the fact that in comparing 
the three different methods of distribu- 
tion, department stores, chain stores, 
and specialty shops, the net profit as 
shown in the statements over a period of 
the past five years will prove that the 
two latter specializing stores are more 
successful. The department store, that 
grown-up general store which attempts 
to carry everything, has not recognized 
to the fullest extent the degree to which 
the two more recent methods have cut 
into their business. 

The department store’s attempt at 
specialization has not been wholly suc- 
cessful. If it is to hold its position in 
the distribution scheme, it must mer- 
chandise these two distinct types of 
commodities on different bases. 

Mrs. Customer is rapidly realizing that 
the chain store can supply her with can 
openers, tin pans, and many useful items 
of this nature, which lend themselves to 
mass production and quantity buying, 
at prices far below similar articles in 
the department store. With the present 
system, department stores are obliged 
to buy this kind of merchandise in much 
smaller quantities and therefore cannot 
compete successfully. Much of this 
kind of comparison means that the 
customer’s loyalty to the good old-fash- 
ioned carryall will soon give way in 
favor of her pocketbook. 

In the matter of style merchandising, 
it seems evident that department stores 
with their feeble attempts at specializa- 
tion cannot compete successfully with 











the specialty shops. Even though they 
have created special fashion shops within 
themselves, these are still merchandised 
largely on the same general principles 
that apply to the whole store, and cannot 
avoid being contaminated by the mass- 
production idea and price appeal so suc- 
cessful in the staples. Such promotion 
does not sell the ideas of exclusiveness 
and appearance, which are the primary 
factors in the selling of clothes. The 
specialty shop makes no attempt at mass 
production and very little at price appeal. 
It concentrates on the intangible, the 
smartness and the style value. 


CLASSIFYING DEPARTMENT-STORE MER- 
CHANDISE 


The suggestion for the department 
store is this: that it define as clearly as 
possible the types of merchandise falling 
into the two categories discussed: staple 
or utilitarian merchandise and fashion 
merchandise. Having accomplished this, 
which is no easy task, the store should 
gear itself to function competitively with 
the two more recent methods of distri- 
bution. 

The staple lines are primarily a matter 
of organization, hooked up with a great 
number of other stores of similar type, 
preferably well distributed geographi- 
cally. Such organization will enable this 
type of merchandise, which is in univer- 
sal demand throughout the whole coun- 
try, to be bought much in the same man- 
ner as it is bought by the chains. In 
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other words, instead of each store placing 
orders separately, orders should be placed 
jointly, thereby benefiting from the quan- 
tity and mass-production theory so satis- 
factorily worked out by the chain stores. 
Here the managing of the individual de- 
partment resolves itself into efficient 
stock control, display, and sales manage- 
ment, most of the selecting being done 
at the headquarters of the buying organi- 
zation. 

The opposite procedure applies to 
style merchandise. The individual de- 
partment store should study carefully 
the peculiarities of interests, climate, and 
fashion trends in its immediate locality, 
and place in charge of each department 
intelligent people with taste and back- 
ground who will concentrate upon cater- 
ing to exclusive style needs and upon 
selling this idea tothe community. Here, 
in each store, the buying should be done 
separately and becomes a personal mat- 
ter of care and selection, based upon 
knowledge of customers’ needs. 

Having organized itself in this manner, 
the department store should be able to 
equal the performance of chain and 
specialty shops in the matter of price and 
style and regain its original advantage of 
having merchandise that meets the ma- 
jority of its customers’ needs again con- 
centrated in one location. Such a dual 
organization of its merchandising func- 
tion seems to be a primary requisite for 
the success of the department store of 
tomorrow. 
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The Promotion of Men’s and Boys’ Wear 


Joun M. CoNNALLY 


A detailed calendar of promotions for men’s and boys’ wear and 
an attack on current price promotions are to be found in this 
practical presentation 


It is in the human interest phase of 
advertising, rather than in the mechanics 
of the calendar, that genuine problems 
are found in regard to the promotion of 
men’s and boys’ wear. The natural de- 
marcations of seasons, the stimulus of 
holidays, and those social influences 
which also serve to differentiate the 
various parts of the year provide in them- 
selves the outlines of a sales calendar. 
Though the merchandise is definitely sug- 
gested by forces of climate and social 
life, it is essential to know exactly what 
those forces suggest, building the proper 
promotions as the demands of weather 


or style dictate. There are peculiarities 
of demand in every community, the boun- 
daries of which are not always definite, 
and those peculiarities must be known. 


THE SALES CALENDAR 


The following outline will serve to in- 
dicate the general idea of a year’s sales 
calendar, which must be filled in, in de- 
tail, to attract consumer attention and 
assure acceptance. This outline em- 
bodies dates for regular priced selling 
only. The term predominant is used to 
mean greatest volume of sales. 


Boys’ Clothing 





Item 


Period in Which Predominant 





Three- and four-piece knicker suits; fancy and 
blue; sizes 8-18 

Prep suits with 1 or 2 pairs trousers, fancy and 
blue; sizes 15-22 

Odd knickers, corduroy and wool; sizes 8-20 


Odd knickers, wash fabrics; sizes 8-20 
Odd shorts, wool and corduroy; sizes 5-10 


Odd shorts, wash fabrics; sizes 5-10 

Odd long trousers, wool and corduroy; sizes 12- 
20 

Odd trousers, wool and cotton fabric; sizes 12- 
20 

Rugby suits, fancy and blue, Rugby or Eton; 
sizes 5-10 





February 15—Easter (less important September 
1-December 24) 

August 15-December 1 (important February 
15—May 1) 

September 1-December 24 and February 1 to 
May 1 

April 15—August 1 

February 1-May 15 and September, October, 
December 

May 1-July 15 (June being peak) 

September 1-November 1 and February 15- 
May 1 

April 15-July 15 


March 1-Easter 
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Item 


Period in Which Predominant 





Juvenile suits, jersey and wash tops, Oliver 
Twist or Middy models; sizes 5-10 

Wash suits, sailors, Oliver Twists, white, colored; 
sizes 3-10 

Reefers, blue and fancy; sizes 3-10 

Topcoats; sizes 11-20 

Juvenile overcoats, blue and fancy, all models; 
sizes 3-10 

Intermediate (school) overcoats, all models and 
fabrics; sizes 11-15 

Prep overcoats; sizes 16-22 

Leather coats, wool or felt lined; sizes 8--20 


Lumberjacks, wool; sizes 8-20 
Lumberjacks, leather; sizes 8-20 


Sport coats, flannel, all models; sizes 8-20 





September 1-December 24 with December 
emphasized; also February and March 
Easter—July 15 with June emphasized 


March 1-May 1 (weather influence important) 
March 1-Easter 


October 10-December 24 with November em- 
phasized 


October 15—-December 24 with December em- 
phasized 

October and December 

September 1—-December 24 with December em- 
phasized 

April 15—July 15 with June emphasized 





Men’s Clothing 





Suits, 1 and 2 trousers, blue and fancy, all 
models 


Golf suits 
Dress clothes 
Topcoats 


Raincoats 
Overcoats 


Odd knickers 
Wool trousers 


Odd flannel trousers 

Tuxedo vests 

Wool vests 

Summer suits, two- and three-piece, including 
linens 

Odd linen knickers 





September 1-December 1 with September and 
October emphasized, March through May 
with March and April emphasized 

April 10—June 1 

November 15--January 10 

March 1-April 15 and September 10—No- 
vember 1 

March and April, September and December 
(weather influence important) 

October 10-December 24 with November em- 
phasized 

April and May, August 15—October 30 

March 1-June 1 and September, October, and 
December 

May, June, July 

November, December, January, April 

December 

June 15—August 15 


May, June, July with June emphasized 





The foregoing outline indicates the 
facility with which promotion of men’s 
clothing and boys’ clothing can be laid 
out for a specific community incorpo- 
rated in the district known as metropoli- 
tan New York. The same skeleton out- 
line can be devised for any division of 
the country. The outline may then be 
broken down into detailed plans for 


months, weeks, and days in accordance 
with those periods which a store or de- 
partment needs to develop. 


SELECTION OF MEDIA AND WAYS FOR 
PROMOTION 


After a study of the character of con- 
sumer demand as related to the chrono- 
logical sale of goods it becomes vitally 
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important to do two things: (1) to select 
the proper media for advertising as indi- 
cated by buying habits of the clientele the 
store seeks; and (2) to select the proper 
day for the use of advertising. 

Both selections can be made with 
almost mathematical precision. The 
proper media can be readily chosen 
through an adequate survey of the con- 
sumer groups which the possible news- 
papers or periodicals serve. Store rec- 
ords of sales show those days which yield 
the greatest volume of sales from pro- 
motional effort. In men’s wear, for 
instance, which women do not buy, 
Saturday is found to yield the best re- 
sults. That is not, however, univer- 
sally true. Many stores find Thurs- 
day providing the bulk of purchases. 
In boys’ wear those items which mothers 
may buy without the boy move fastest 
on Mondays, whereas suits, which must 
be tried on the wearer, are bought more 
often on Saturdays and other school 
holidays. 

The mechanics of promotion reduced 
as they have been to a scientific basis suf- 
fer from their very accuracy. They can 
be accomplished by measured steps with- 
out much uncertainty, provided the con- 
clusions arrived at have sound premises. 


PROMOTIONAL APPEALS 


The artistic, romantic, or human-in- 
terest phase cannot be adjusted to certain 
sales, but depends for success on the 
close relation between fertile commercial 
imagination and sound merchandising 
principles. Some stores continue to do 
some business in men’s and boys’ fields in 
spite of their misdirected selling efforts. 

It appears that there are only two ap- 
peals that can be made: (1) value based 
on low price, and (2) human interest. 





The intensive screeching of low price by 
all and sundry has created such a din 
that the appeal of no one who rides this 
band wagon is heard above the rest. 
Have you asked any man in the retail 
business in New York City (and other 
cities undoubtedly offer as good ex- 
amples), ‘Where would you buy your 
clothes now?” Have you asked the 
same question of any man not remotely 
connected with the retail business? If 
you haven’t, try it. To those who have 
asked, a bewildered state of mind has 
been found to exist, leading the men 
questioned to say that they will not buy 
or that they now have no choice. 

The serious nature of such a situation 
cannot be overestimated. The unfortu- 
nate fact is that the buying public has be- 
come fog bound by the promotional ef- 
forts of the stores themselves. Of 
course, it is not men aione who have had 
their interest in buying befogged by the 
unwholesome publicity of retail outlets 
but women too who buy for boys and 
husbands. 

The callous way in which the interest 
of a moderately intelligent consuming 
public has been ignored in retail pro- 
motions of men’s and boys’ wear is 
amazing. Borrowed ideas, use of prod- 
ucts of national distribution to solve a 
local, peculiarly individual problem, utter 
absence of genuine creation or of develop- 
ment of human interest appeal have been 
the deep-seated causes of unprofitable, 
unsatisfactory operation in too many 
stores. 


CHARACTERISTICS OF PRESENT PROMO- 
TIONS 

There are two definite characteristics 

of this era of destructive promotion: 

(1) the deliberate departure from truth 
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in comparative price advertising; and (2) 
the complete neglect of merchandising 
ideas in publicity. 

Scanning New York papers day by day 
one finds a three-cornered guessing con- 
test. Each store tries to outguess the 
other in the fictitious value of its clothes 
and furnishings, while Mr. and Mrs. Con- 
sumer try to guess which store is nearer 


the actual truth. Every comparative 
price quoted cannot be accurate; some- 
body loses in the guessing sweepstakes. 
Many prospective purchasers have con- 
cluded that they cannot be perpetual 
winners. Such conclusions, too fre- 
quently correct, have reduced selling pos- 
sibilities decidedly. 

Despite the fact that stores differ in 
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the type of clientele they seek, every one 
is poaching on the preserves of everybody 
else. The big reason given to induce 
purchase is great value at little price. 
There are few exceptions to the belief 
that price alone stimulates desire; con- 
sequently it is an exhausted magnet 
that stores are dangling over the heads 
of a public unresponsive to price appeal 
that has grown trite or is distinctly re- 
pulsive. 


NEED FOR IDEAS IN PROMOTIONS 


The peculiar fact remains that despite 
the one-track mindedness of the retailer, 
the wholesale market affords genuine 
demand-provoking goods. A store sin- 
cerely interested in fostering clothing 
business for men and boys can develop 
for itself exclusive lines of merchandise. 
By shedding new light on these lines in 
the form of real ideas, the store will 
drive away the haze of uncertainty now 
hovering about them. The reader 
should attempt to recall what it was that 
struck his fancy in the men’s and boys’ 
advertising he read during the current 
spring and summer season. How many 
ideas were there that had rich lasting 
appeal? How long would it take to list 
five sound, lasting ideas derived from ad- 
vertisements read? 

For some reason the bulk of retail pro- 
motions—as revealed in newspapers and 
direct mail—has lost sight of the fact 


that ideas conveyed to the consumer will 
sell merchandise more readily than callow 
description of merchandise and price 
appeal. If some concept of comfort, 
some specific allusion, some thought can 
be placed before consumers which the 
retailer can associate with a specific prod- 
uct, profitable sales can be effected. 
There are now examples in small number, 
there have been in greater number in the 
past, of such combinations of ideas that 
sell merchandise; examples where the 
merchandise was a secondary, incidental 
consideration which brought in the dol- 
lars because of the realization of the 
ideas that the merchandise inspired. 
Mention of successful ideas is purposely 
omitted to avoid individual names and 
places, but for any interested person 
these can be found readily. — 

With the tempo of the public what it 
is; with promotional effort in its noisy, 
tumultuous state, opportunity exists for 
smart, quick thrusts by wide-awake, 
imaginative merchants. The public has 
not and conceivably cannot guard against 
the penetration of ideas skillfully devel- 
oped and honestly supported by sub- 
stantial merchandise. But the public 
clearly has indicated its defense against 
mass acceptance of clothes at low prices 
just because some merchant has grossly 
overstated their real worth. Customers 
are not being fooled all of the time. 
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Distribution of the Retail Advertising Budget 


ALDEN A. HALES 


Forty-eight stores contributed data and opinions to this timely 
research study. The present emphasis on special promotions is 
evidently not regarded as a normal policy 


During the past few years there has 
been a decided trend towards special pro- 
motions by department stores. The 
newspapers have been full of special 
sales, special purchases, manufacturers’ 
close outs, and sales of manufacturers’ 
bankrupt stocks. This trend has been 
accompanied by an increase of oppor- 
tunism in advertising as distinct from 
careful advance planning. Yet, adver- 
tising leaders during recent conventions 
have emphasized the need for planning 
and promoting price lines according to 
sales at each price line. The interest 
shown in regard to the present trends 
prompted this investigation of the dis- 
tribution of the advertising appropria- 
tion in leading stores of the country. 

Two hundred questionnaires were 
mailed to outstanding stores. The ques- 
tionaires were divided into four parts. 
The first considered the four principal 
kinds of advertising into which the 
budget may be distributed; the second 
referred to the six possible methods of 
distributing the advertising appropria- 
tion for regular price lines; the third 
requested the underlining the type of 
store, whether medium to high price or 
medium to low price; and the fourth part 
requested the reasons for the stores’ ad- 
vertising as indicated in their answers. 
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The large number of returns demon- 
strated the wide interest in this study. 
Of the two hundred questionnaires 
mailed, seventy-five stores answered. 
Of this seventy-five, forty-eight were 
comparable. Many of the best known 
stores of the country are represented. 
In most cases, however, the figures given 
are only estimates because very few 
stores keep actual records of such in- 
formation. 


CLASSES OF ADVERTISING 


The following are the classes of ad- 
vertising into which the advertising 
budget may be distributed: 

1. Regular price lines. The sale of 
goods at established prices that 
may be adjusted to changes in 
the commodity price level. 

2. Special promotions. The sale of 
special merchandise from vendors 
and offerings of regular stock for 
promotion. 

3. Clearance promotions. The clear- 
ance of regular lines and promo- 
tional remainders. 

4. Prestige and service. Service and 
fashion advertising that applies 
to a number of price lines. 
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ANALYSES OF REPORTS policies could be evaluated. The chief 
: : arguments advanced by store executives 
From the figures received, a median . 6 ‘ y 

Ph RE df in favor of placing a larger emphasis on 

onetaented +: stigtigas naa aiecccatagen dren, regular-price-line advertising are given 

both the higher class and more popular} .jow These are built up from the 
/ stores. Analysis was made by districts; ¢omments given and in many cases there 
namely, the eastern, the central, and the was a marked similarity in the arguments 
western. There were no marked differ- advanced by different executives. They 


ences found, except in the medium to are: 


DISTRIBUTION OF THE ADVERTISING BUDGET 
(Medians adjusted to total 100 per cent) 












































{ PRESENT POLICY 
sites | ete | ge 
per cent per cent per cent 
RINT, oo ccc civ ccvcncuwscecbocscess 40.5 50.0 33.0 
ies 6a ab RKO MEN ee > + 54K 45.5 32.5 55.0 
III. oo ok nesav se dncveesecstseene 8.0 9.0 7.0 
4. Prestige and service.................... 0.00 ceeee 6.0 8.5 5.0 
100.0 100.0 100.0 
: POLICY DURING NORMAL TIMES 
| au stores | Mediumto | Medium to 
per cent per cent | per cent 
1. Regular price lines.......................... mt 57.0 63.0 | 49.0 
2. Special promotions. ....... ORS 505 ee 28.5 21.0 38.0 
De IOIUIIIIIOINS. ow 5c cee nc ecc eee weee | 5.0 5.5 | $.5 
4. Prestige and service....................... 9.5 10.5 bps 
| 100.0 | 100.0 | 100.0 
low priced stores of the central district, 1. The majority of customers are in- 
where the stores spend less for special terested in timely merchandise 
promotions and more for clearance pro- which is style right and quality 
motions than in the other districts. right at regular prices. 
Because of the close similarity in policy 2. The advertising of regular-price- 
throughout the three districts, the table line merchandise gives the custo- 
above is limited to a median for all the mers greater confidence in the 
stores and for each type of classification. store, therefore increasing the 
store’s good will. 
Maeve 3. Regular-price-line advertising en- 
The reasons why the stores distributed ables the store to enjoy regular 
their advertising budget as indicated in patronage each day, week, and 
their answers were grouped under the month and not only when the 


four kinds of advertising, in order that sale is featured. 
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a) The stores are able to give better 
service, both in selling and 
delivery. 

b) A better balanced assortment 
may be kept at the regular 
price lines. 

c) Customers would not be edu- 
cated to wait for special sales. 

4. Additional expenses incident to 
special sales are avoided. 

5. An occasional promotion is more ef- 
fective when the policy of the 
store is to spend more on regular 
price lines. 

6. A larger markup, either in dollars 
or in percentage, is usually ob- 
tained from regular prices than 
from special prices. 

It should be noted here that regular- 
price-line advertising today does not 
signify a fixity of prices over a long pe- 
riod. With the rapid changes in the 
price level, regular price lines must be 
adjusted. But  regular-price-line ad- 
vertising does denote emphasis upon 
prices at which complete assortments 
are available, not at which one particular 
lot is being offered. 


SPECIAL PROMOTIONS 


The executives who spent a larger 
percentage on special promotion justi- 
fied their actions by the following 
arguments: 

1. Customers are more interested in 
special price promotions than in 
regular price lines. The de- 
pression has made the public 
bargain seekers. 

2. Special promotions present a more 
vigorous appeal for immediate 
buying and thus bring in vol- 
ume, especially from new cus- 
tomers in the lower strata. 


3. They are profitable because they 
reduce the percentage of fixed 
overhead expenses by increasing 
volume. 

4. In times of dull business, special 
promotions stimulate the organi- 
zation and help maintain morale. 


ADVERTISING OF CLEARANCES 


With the exception of a few stores, 
the clearance percentage varied from 
5 per cent to 10 per cent. From the 
arguments advanced by several of the 
stores, it seems that the lower figure 
may be more justified because mark- 
downs usually represent a loss. One 
of the best comments against clearance 
promotion was made by the executive 
of one of the leading stores in Boston. 
“We are gradually reducing our allot- 
ment for clearance,’’ he writes, “because 
this merchandise is very hard to sell 
and advertising in most cases adds to 
the costliness of the original buying 
blunders. We are working towards a 
point where we mark down our unde- 
sirable merchandise very quickly, once 
we appreciate it as such, and clear it out 
of stock day by day.” 


PRESTIGE ADVERTISING 


With the increase in the allowance for 
special promotions there was a corre- 
sponding decrease in prestige and service 
advertising and in many cases a com- 
plete abandonment of the policy of 
promoting the store as a whole. One 
store claimed the decrease in prestige 
advertising was due to the smaller 
budget for advertising purposes and 
another executive writes, “Under present 
conditions it is increasingly necessary 
to use the advertising budget for items 
that will get business and get it quickly. 
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Therefore, there is a slight decrease in 
this classification.” This was the gen- 
eral policy of those interviewed in New 
York City. Another executive writes, 
“Prestige merchandise should be carried 
when the public has prestige money.” 

In spite of these opinions, it needs to 
be borne in mind that from 75 to 85 
per cent of a store’s sales volume is in 
unadvertised merchandise. Any insti- 
tutional advertising that helps to bring 
customers to the store to buy goods that 
are not advertised has a definite place 
in the budget. There may be no imme- 
diate return from such advertising but 
there is a cumulative effect that builds 
good will. 


DISTRIBUTION OF REGULAR-PRICE-LINE 
ADVERTISING 


The second part of the questionnaire 
considered six possible methods of dis- 
tributing the advertising appropriation 
for regular price lines. In order to 
clarify the methods the illustration 
shown on page 45 was given and a request 
made to fill in opposite twenty leading 
department headings the number of the 
method the store followed in distributing 
the regular price-line allotment. The 
results appear on page 45 also. 


THREE BEST SELLING PRICE LINES 


From the reasons given justifying the 
general emphasis on the three best 
selling price lines, the following argu- 
ments were built up: 

1. The three best sellers account for 

the majority of the volume. 
They were referred to as the 
bread and butter of the depart- 
ment. 

2. Promotion of three prices builds a 

regular business in 2 few profit- 
able lines. 


3. Since a store caters to more than 
one class, the three best sellers 
would reach all classes. 


ONE BEST SELLING PRICE LINE 


While the concentration of the ad- 
vertising budget on the one best selling 
price line is not common, an interesting 
experience of a large store on the coast 
is quoted. “We might mention that 
our most successful departments over 
the past season have been those depart- 
ments where we practically concen- 
trated on the one best selling full line 
with all of our advertising. While, on 
the other hand, surveys of our loss de- 
partments show that we have grossly 
violated this fundamental price-line 
theory.” 


HIGHER-PRICE-LINE ADVERTISING 


An interesting fact disclosed is the 
small number of cases in which a greater 
emphasis is placed on the higher price 
lines. It is time to give some thought to 
the advantages of this trading-up policy. 
They are: 

1. The dollar markup is sufficiently 
high to allow a more than average 
dollar expenditure for ad- 
vertising. 

2. Emphasis on higher than average 
prices counteracts the continual 
tendency to trade down. Prices 
below the best selling price lines 
will continue to sell with little 
publicity, but the prices above 
need promotion to keep them in 
demand. 

3. Quality merchandise above the best 
selling price will give more satis- 
faction to customers, at least 
today, where cheapening has 
taken place in many lines of 
merchandise. 
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1 2 3 4 5 6 
In Same Concentrate | Concentrate 
Price Lines | Dollar Sales | PFtON® | Proportions | OS pee Hest | gu One est | on igher” | lon Laver 
Sales Lines Line tice Lines | Price Lines 
per cent per cent per cent per cent per cent per cent per cent 
$1.00 10 10 25 20 
2.00 25 25 31 30 15 30 
3.00 40 40 33 50 100 35 40 
5.00 15 15 7 20 30 10 
7.50 10 10 4 20 
100 100 100 100 100 100 100 
REGULAR-PRICE-LINE ADVERTISING—ALL STORES 
1 2 3 4 5 6 
pe a. viguiine ri y ca i Best’ es oe Concentrate on 
as Dollars as Unit Selling Price|Selling Price Price Lines Lower Price Lines 
Sales Sales Lines Lines 
Women’s: 
Coats and Suits........ 2 1 33 3 6 
Eee 3 1 32 3 1 4 
Sports Wear.......... 2 7 21 3 1 9 
ee 3 3 27 3 1 8 
0. eee oe 1 + 30 1 5 6 
Gloves and Bags....... 2 5 27 5 6 
Underwear........... 1 7 26 2 9 
Corsets and Brassieres.. . 5 7 23 1 3 5 
Women’s and Children’s 
Re ees 5 3 26 4 1 5 
Infants’ Wear............ 3 6 17 3 8 
Men’s and Boys’ Cloth- 
Oe ee 3 4 23 2 10 
Men’s Furnishing........ 6 4 17 4 1 13 
Men’s and Boys’ Shoes... . 3 3 18 7 8 
Er ree 2 3 21 1 11 
EPS eee ee. 2 1 28 4 8 
China and Glassware... .. 3 5 17 5 9 
Draperies, Curtains, and 
ae 1 3 21 3 1 14 
Silks and Velvets........ 3 7 20 1 10 
Jewelry and Silverware. ... 5 6 16 1 15 
reer ee TTT 6 + 11 2 10 
a A 61 84 | 454 58 14 174 = 845 
All stores (per cent)...... | 7.2 9.9 | 53.7 6.9 1.7 20.6 = 100 
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Retail-Price Index Numbers 


WALTER H. FULDNER 


Three indexes of retail prices are compared. Department-store 
prices are found to have dropped about 30 per cent since 1929 


Index numbers have been computed 
and found useful ever since the middle 
of the eighteenth century when an 
Italian named Carli devised an index 
number which would indicate the effect 
the discovery of America had on the 
price level in Italy. From this begin- 
ning of historical significance, the use 
and number of index numbers has 
grown until today the economist and 
statistician have a wealth of index num- 
bers to choose from. 

Paradoxically, the retail-price level 
was the last to be expressed by an index 
number. The trend of wholesale prices, 
unfilled steel orders, and car loadings 
have been indicated by index numbers 
or relatives, but the retail field had 
nothing to show the trend of its prices. 

It is the purpose of this paper to 
indicate the existing material on retail- 
price indexes and to make a comparison 
between them. The writer is indebted 
to Mr. T. Kuvin of the National In- 
dustrial Conference Board, Mr. Q. 
Forrest Walker of R. H. Macy and 
Company, Inc., Mr. A. W. Zelomek of 
the Fairchild Publications, and members 
of the School of Retailing staff for assist- 
ance in this research problem. 

The Fairchild Retail-Price Index is 
here compared with an index-number 
series based on National Industrial 


Conference Board cost-of-living data 
which is available on a monthly basis 
since 1913. The clothing index and the 
house-furnishing index were used in 
constructing the index number. The 
Fairchild index is also compared with 
an index based on data from the Bureau 
of Labor Statistics, which has prepared 
a cost-of-living index, published semi- 
annually. Indexes of both clothing and 
house-furnishing goods are included and 
extend as far back as 1913 and form the 
basis of the retail-price index used for 
comparison. 

Although these two sources of data 
were originally intended for the deter- 
mination of the cost of living, the writer 
feels that since extraneous items have 
been eliminated, the interpretations 
based on these newly established indexes 
of retail prices are essentially sound. 


FAIRCHILD INDEX 


The Fairchild Retail-Price Index was 
the answer to a long-felt need of retailers 
and statisticians for a series which would 
interpret changes in the retail-price 
level more accurately than the current 
wholesale commodity-index series; i.e., 
Dun’s, Bradstreet’s, the Annalist’s, and 
that of the Bureau of Labor Statis- 
tics. The Fairchild Publishing Com- 
pany conducted an investigation of the 
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possibility of compiling a retail-price- 
index series. The series was started 
January 1931. 

This retail-price index is based on the 
actual current retail prices of 105 items 
of merchandise obtained from 37 retail 
organizations. These quotations are not 
influenced by special promotions and 
clearances, but are the regular prices 
for the items. The prices are as of the 
first of each month. The 37 retail 
organizations compose a_ carefully 
chosen, representative group. Stores 
in all price ranges, and in all sections of 
the country, are included in this group. 
The department store, the specialty 
shop, and the mail-order firm are repre- 
sented. 

The prices on January 2, 1931, are 
the base prices; 1.e., all other prices are 
compared with those on that day. A 
questionnaire showing the 105 items 
grouped under 26 headings is sent to 
each of the 37 organizations prior to the 
first of each month. The items are 
specified and prices for the same mer- 
chandise are obtained. The information 
is considered confidential by the Fair- 
child Publishing Company. A com- 
posite index number as well as index 
numbers for each of the 26 groups are 
computed and published in Women’s 
Wear and Retailing. 

The composite index number is ob- 
tained by weighting each of the 26 group 
index numbers by the percentage of 
dollar volume contributed by that group 
of items in the average department 
store as indicated by the report of the 
Controllers’ Congress of the National 
Retail Dry Goods Association. 

For purposes of illustration, we shall 
consider a hypothetical determination of 
an index number for silk piece goods. 


An arithmetic average is taken of the 
37 quotations obtained for the 3 types 
of silk which make up the silk piece- 
goods group. 


HYPOTHETICAL ILLUSTRATION (ON APRIL 1, 
1932) 


Silk Piece Goods Average of 37 Quotations 
Pit... HA a $1.75 
EE ee me ee 1.50 
ET Per ere 1.25 

TO 63. 503s ee $4.50 


Average of the averages = $1.50 


On January 2, 1931 (the base period), 
this average of averages was $2.00. 
Therefore, the retail-price index for 
silk piece goods on April 1, 1932 would 
be sa or 75. If silk piece goods 
contribute 2 per cent to the total dollar 
volume of the average store, silk piece 
goods would contribute .02 x 75 or 1.5 
to the composite index for April 1, 1932. 


EXTENDING THE INDEX BACK TO NOVEM- 
BER 1, 1929 


The present Fairchild Retail-Price 
Index Series was considered by some to 
be inadequate because of its short dura- 
tion, and the omission of the crucial 
year of 1930. 

Mr. Zelomek codperated with the 
writer in carrying the Fairchild Retail- 
Price Index back to November 1929. 
Data was available from 6 stores and 
adequately covered 14 groupings with 
54 items. This data was obtained from 
the Fairchild Publications and a com- 
posite index based on this data was 
computed for November 1929, January 
1930, July 1930, and November 1930. 
The results are presented in chart 
and tabular form. The accuracy was 
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checked by comparing an index num- 
ber based on these 14 groupings with 
the regular composite index at various 
times during the past year. The dis- 
crepancy in each case was under 2 per 
cent. 


NATIONAL INDUSTRIAL CONFERENCE 
BOARD DATA 


One of the services rendered by the 
National Industrial Conference Board is 
the monthly computation and publica- 
tion of a cost-of-living index number 
based on the retail price of consumer’s 
goods purchased by the average wage 
earner and his family. 

This cost-of-living index number is a 
composite of indexes for food, housing, 
clothing, fuel and light, and sundries 
weighted according to the percentage of 
average family’s income spent for each. 
The index for clothing is based on quota- 
tions obtained from 90 cities on 47 
articles of clothing. An arithmetic aver- 
age is taken of all the quotations on 
each article of clothing. These averages 
are combined according to the quantity 
of each article consumed annually by 
the average wage earner and his family. 

An index for house furnishings is in- 
cluded under the sundries’ index data. 
Quotations on 30 house-furnishing arti- 
cles are combined in the same manner 
as the quotations on clothing. 

These indexes for clothing and house 
furnishings were used by the writer to 
construct a retail-price index. The 
house-furnishing index was given a 
weight of 1 and the clothing index a 
weight of 2.5 in the determination of a 
composite index suitable for a study of 
department-store price fluctuations. 
This relationship of 1 to 2.5 is roughly 


the ratio between the dollar volume of 
business done in house-furnishing de- 
partments and that done in apparel 
departments. 

The index of retail prices based on the 
National Industrial Conference Board 
data is presented in the accompanying 
tabulation and shown on the chart. 
The base period was changed to January 
1931. Although this practice of base 
changing results in slight inaccuracies, 
it does aid in comparing the data. 


BUREAU OF LABOR STATISTICS, COST OF 
LIVING 


The Bureau of Labor Statistics of the 
United States Department of Labor 
makes semiannual investigations of the 
cost of living in the United States. These 
determine the price level in June and 
December and the results are published 
during the following months. Data is 
available as far back as December 1914. 
Six index-number series show the 
changes in the cost of six groups of items 
entering into the cost of living in the 
United States. Of these six groups, the 
clothing and house-furnishing goods are 
valuable in establishing a retail-price 
index for department stores. The cloth- 
ing index is based on quotations obtained 
throughout the country on 60 articles 
of apparel normally purchased by the 
average working man and _ family. 
Twenty-eight articles of house-furnish- 
ing goods make up the house-furnishing- 
goods index. Data is obtained from 92 
cities. The base for these series was 
shifted from 1913 to December 1930. 
The house-furnishing-goods index and 
the clothing index were weighted 1 and 
2.5, respectively. The results are pre- 
sented in chart and tabular form. 
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RETAIL-PRICE INDEXES 
Base: January 1931 = 100 

















#8 | 3s 
cfs £3 
Date 245 as 
2 | 83a) 85 
wee 
£ | Wee] § 
_ = = 
December, 1928....... 116.0 | 105.9 
1929 
eee 115.2 
Pebruary............. 116.1 
a ere 113.9 
Ras 55 ad's y 65 115.0 
May 114.4 
June 114.3 | 105.4 
MR Was hess weaves ek 113.8 
August. 115.3 
September... 114.8 
|. 114.8 
November 118.4) 114.7 
December............ 115.2 | 104.8 
1930 
January..............| 116.1] 114.0 
February............. 112.1 
IE hs 'sra,0. 4 othe 112.0 
RRS 111.0 
May 109.2 
June 108.9 | 103.8 
ES eee 108.6) 107.2 
August. 105.8 
September 106.0 
October 104.2 
November............| 101.8) 103.1 
December............ 102.0 | 100.0 
1931 
January..............} 100.0} 100.0 
February.............| FQ& 9.5 
March..... pueeeckss 96.0} 98.6 
EE eee 94.9} 97.0 
May 93.8) 95.8 
June 92.8 95.0; 95.1 
a 91.3} 93.8 
August 90. 2 oS.5 
September......... 89.5) 93.2 | 
October.............. 87.9| 90.2 
November............| 86.0} 88.6 | 
Decem*er...... 84 6 88.2 88.7 
1932 | | 
January..............| 82.8) 86.2 | 
o_O 80.8) 84.5 | 
March............ ..| 79.2) 83.7 | 
April oe 78.3} 82.3 | 
eee a | 
| | 
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The chart was projected to May 1932, 
the slope of the projections being made 
similar to the slope between June and 
December 1931. 





COMPARISON OF THE THREE RETAIL- 
PRICE INDEXES 


The three retail-price indexes when 
charted compare favorably with one 
another. The index based on the 
National Industrial Conference Board 
data and the Fairchild Index show a 
conformity that is encouraging. For 
the year 1931 the N.I.C.B. and the index 
based on the Bureau of Labor Statistics 
cost-of-living data are almost identical. 

The decline in retail prices since late 
in 1929 has been steady and consistently 
downward from approximately 115 that 
year to 80 in 1932, a decline of 30.4 
per cent in 2} years. The decline was 
12.2 per cent in 1930 and 13.8 percent 
in 1931. During the last four months 
the decline has been 6 per cent. These 
declines are computed as follows: 


Index at beginning—Index at end 
Index at beginning 





The decline is apparent and is corrob- 
orated both as to intensity and rapidity 
by the three indexes. 
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Professor W. C. Mitchell, formerly 
with the Bureau of Labor Statistics, 
contends in Bulletin No. 284 of the 
Wholesale Price Series of the Bureau 


that “Various index numbers show wide - 


differences during periods of rapid 
changes in price level. As readjustments 
are worked out the indexes approach 
one another.” 

It is reassuring to note that a com- 
parison of the three retail-price indexes 
shows slight differences between two of 
them in this period of rapidly declining 
prices, and all three run close together 
since early in 1931. 

During the course of the investigation 
it was found that wholesale prices in 
general were fairly constant between 
1921 and 1929. Since retail prices are 
influenced by wholesale prices and lag 
behind them, the generalization can be 
made that retail prices showed only 
small fluctuations from 1921 until the 
steep decline early in 1930. 


THE MERCHANTS’ USE OF A RETAIL-PRICE 
INDEX 


A retail-price index is a valuable in- 
dicator of business conditions. The 
manufacturer of consumer goods as well 
as the retailer finds such an _ index 
useful in planning production activities. 
A retail-price index summarizes a mass 
of data and enables the investigator to 
survey the field of retail prices at a 
glance. A retail-price index is _par- 
ticularly valuable to an organization 
which has established one for itself. 
The private index may be compared with 
the published one and the trends of the 
individual business may be compared 
with the trends of the industry. 

The private index will be most val- 
uable if it is computed or constructed on 


the same basis as the published index. 
The writer suggests the construction of 
the private index along the lines fol- 
lowed by the Fairchild Publications: 

1. Group your merchandise under the 
26 groupings, published monthly 
in Retailing. 

2. Select standard items which will 
be handled for some time 
by your store. (Note: Highly 
styled items should be omitted.) 

3. Average the prices of each group. 

4. Compare these prices with prices 
in January 1931. 

5. Form a composite index for the 
store by using the distribution 
of dollar volume as indicated 
by the Controllers’ Congress of 
the National Retail Dry Goods 
Association. 

6. Compare the result with the pub- 
lished index. 

If the store’s price index shows a greater 
decline than the general retail-price in- 
dex, it may indicate a trading-down 
policy. Prices are perhaps being low- 
ered more rapidly in the price-cutting 
orgy and the store’s clientele may be 
leaving it for stores stressing quality. 

If the trend in the store’s price index 
shows a smaller decline than the general 
retail-price index and sales have de- 
creased to a greater extent than the 
reports of the Federal Reserve Banks 
indicate, the management may be justi- 
fied in assuming that the store’s prices 
have not been sufficiently adjusted to 
the general trend. 

A published retail-price index has 
great future value as well as current 
significance. A carefully constructed 
and continuous retail-price index will aid 
the economist and retailer of the future 
to look back over the events of today and 
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guide them in their attacking of price 
problem in years to come. In general, 
business cycles show similarities and a 
retail-price index will throw additional 
light on the perplexing problem of prog- 
nosticating business trends. 


Department-Store Per- 
formance in 193] 


There is probably no group of business 
organizations that has available more 
facts about itself than department stores. 
Three extensive statistical reports on 
merchandising and expense performance 
for 1931 have appeared almost simul- 
taneously. 

The two outstanding conclusions that 
may be drawn from all three are (1) that 
the storesas a whole sold as much or more 
physical merchandise in 1931 than in 
1930, the dollar decline in sales not being 
quite as severe as the decline in prices or 
in the average sale; and (2) that the net 
losses reported are caused largely by in- 
ability to reduce expenses, especially 
items of fixed overhead, in proportion to 
the decline in dollar volume. With 
transactions maintained or on the in- 
crease, this is a logical expectancy. 

The conclusion in regard to physical 
volume is also substantiated by a fourth 
report, not limited to department stores. 
This is the semiannual Credit Report of 
the Department of Commerce, covering 
501 retail stores—department, furniture, 
jewelry, men’s clothing, shoe, women’s 
specialty, and electrical appliances. The 
aggregate sales of these stores, July to 
December 1931, showed a decline of 14.6 
per cent compared with the correspond- 
ing six-month period in 1930. The 
bureau estimates that prices declined 
between 14 and 16 per cent, indicat- 


ing the physical volume of 1930 was at 
least maintained. 


THE HARVARD REPORT 


The report of most general interest is 
that of the Harvard Bureau of Business 
Research, entitled “Operating Results of 
Department and Specialty Stores in 
1931,” written by Carl N. Schmalz 
(Bulletin No. 88). This is the most re- 
cent of a series of annual reports that 
have been issued since 1920. The pres- 
ent one is based upon 675 stores whose 
aggregate sales volume is approximately 
25 per cent of the total net sales of de- 
partment and specialty stores in the 
country. The department stores are 
grouped under three major size classifi- 
cations: sales under $500,000, $500,000 
to $2,000,000, and over $2,000,000. 
Specialty stores are similarly classified. 
Each of the department-store classifi- 
cations is broken down into even smaller 
size divisions. Since only total store 
figures are given, however, the report is 
of limited value in the internal planning 
and control of merchandise and expense 
operations by departments. But it is 
invaluable for the student of retail dis- 
tribution. 

The chief findings of the Harvard re- 
port may be summarized as follows: 

1. Initial markup was about the same 

in 1931 as in 1930. 

2. Markdowns increased, roughly 1 per 
cent, in each of the three major 
size groupings. 

3. Gross margin was slightly lower in 
each. 

4. Expenses were relatively higher in 
all size groupings, exceeding the 
1930 figures by about 2 per cent 
of sales. 
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5. The result was a net loss in all 
groups, exceeding the loss of 1930 
by about 2.5 per cent of sales. 
This is attributable largely to the 
increase in the expense ratio but 
partly to the lower gross margin, 
caused in turn by larger mark- 
downs. 

6. In spite of the operating loss stores 
with sales over $2,000,000 showed 
a small net gain due to “other in- 
come,” largely represented by in- 
terest on owned capital pre- 
viously charged asexpense. The 
smaller stores, both department 
and specialty, showed a loss even 
in “net gain.” 

7. Dollar sales showed a decline in 
all groups in excess of 11 per 
cent, but the average sales trans- 
action was also considerably re- 
duced so that the number of 
transactions equaled and prob- 
ably slightly exceeded those of 
the year before, as the table in- 
dicates. 

8. Stock turnover increased somewhat, 
due, it is estimated, to a more 
rapid decline in inventory valua- 
tions than in dollar sales and not 
to a reduction in physical inven- 
tories. 


CONTROLLERS’ CONGRESS REPORT 


The report on department stores con- 
taining of the three the broadest range 
of information and of the greatest value 
to merchants is that of the Controllers’ 
Congress of the National Retail Dry 
Goods Association, entitled ‘1931 De- 
partmental Merchandising and Operat- 
ing Results for Department Stores and 
Specialty Stores.” This report pre- 
pared by H. I. Kleinhaus, general man- 


CHANGES IN NUMBER OF TRANSACTIONS, 1931 
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Department Stores 
Less than $500,000 93.1] 25 | 2,327.5 
$500,000-$2 000,000 98.6) 85 | 8,381.0 
$2,000,000-$4,000,000 | 98.5) 93 | 9,160.5 
$4,000,000-$10,000,000 |102.5) 152 |15,580.0 
Over $10,000,000 100.2} 250 |25,050.0 
Specialty Stores 
Over $2,000,000 101.1) 17 | 1,718.7 
622 |62,217.7 











62,217.7 + 622 = 100.03 = average index 
of transactions. 


ager, gives complete departmental as 
well as total store figures for five size 
classifications of department stores and 
for specialty stores. Seventy-eight de- 
partmental divisions are set up. The 
data are derived from about 250 stores. 
While this study is more detailed than 
the Harvard study, it is not as representa- 
tive of the entire field. 

1. Initial markup for the store as a 
whole has increased somewhat 
over 1930 in all but one size 
grouping. 

2. Markdowns have increased through- 
out, generally more than offset- 
ting the improvement in initial 
markup. 

3. Gross margin, consequently, is 
slightly below 1930 except in the 
case of department stores with 
sales volume from $500,000 to 
$1,000,000 and of specialty stores. 
Higher than average gross mar- 
gins were shown in those indi- 
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vidual selling departments where 
competition was not severe (laces, 
notions, handkerchiefs,  etc.); 
where expenses were high (lamps, 
china, pictures, etc.) ; or where the 
expectancy of markdowns ex- 
ceeded the actual markdowns 
taken (jewelry, neckwear, and 
millinery). Where competition 
was severe, where expenses were 
low, or where allowance in initial 
markup for markdowns was in- 
sufficient, low gross margins were 
realized. 


4. Operating expenses in ratio to sales 


increased throughout on an aver- 
age of about 1.5 per cent of sales. 


5. The net result was a loss in all 


groups averaging about 2 per 
cent which is about 1.5 per cent 
of sales below 1930. The speci- 
alty-store group made the best 
showing, with an operating loss 
of 1.0 per cent in 1931 com- 
pared with 0.9 per cent in 1930. 
Among the individual depart- 
ments the best showing was made 
by corsets and brassieres. Other 
profitable departments were mill- 
inery, gloves, hosiery, women’s 
underwear, and petticoats and 
slips. 


6. Dollar sales declined on an average 


of 12 per cent, while the average 
sale transaction declined about 18 
per cent. This indicates an in- 
crease in sales transactions of 
about 7 per cent over 1930. In 
the store group with sales from 
$2,000,000 to $5,000,000, dollar 
sales declined 12 per cent and the 
average sale 24 per cent, indicat- 
ing a possible increase of 16 per 
cent in transactions. 


7. Stock turn increased somewhat in 
all groups, indicating perhaps 
that stores have been handling 
the additional transactions with 
about the same physical amount 
of stock that they carried in 1929 
and 1930. 


MICHIGAN REPORT 


A study much narrower in scope, in 
that it includes only twenty-seven de- 
partment stores with sales volume aver- 
aging about three quarters of a million, 
is that of the Bureau of Business Research 
of the University of Michigan.' It is 
more analytical, however, than the other 
two reports and it also gives monthly 
as well as annual data for individual 
selling departments and also for the 
storeasawhole. For planning purposes, 
this feature makes the report of great 
value because most plans, to be effective, 
have to be on a monthly or weekly basis. 
A particularly useful fact reported in this 
connection is an “Inventory Index,” 
which expresses the stock in each depart- 
ment at the end of each month as a per- 
centage of the average stock for the year. 

Median and quartile figures are pre- 
sented. They are open to the objection 
that they fail to tie in with one another. 
For example, when median expenses are 
subtracted from median gross margin, 
the resultant net profit is not often the 
median net profit reported. 

The chief conclusions to be drawn from 
this study are similar to those of the 
other reports: 

1. Initial markup increased from 37.9 

per cent in 1930 to 38.4 per cent 
in 1931. 
1 Edgar H. Gault, “Performance of Depart- 


ment Stores: 1931,” Michigan Business Series, 
IV, 4, University of Michigan, 1932. 
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2. Markdowns increased from 8.7 per revaluation of fixed assets in 
cent to 10.7 per cent. terms of their current value and 
ft 3. Gross margin decreased from 33.1 for writing off as a capital loss the 
a per cent to 32.1 per cent. difference between old and new 
4. Operating expenses increased from valuations. This will cut down 
33.6 per cent to 34.9 per cent, but interest and depreciation charges. 
the increase was largely in fixed 5. Net loss increased from 0.5 per cent 
items, as the table shows: in 1930 to 2.8 per cent in 1931. 
The four most profitable depart- 
Expense Function 1930 1931 ments in the stores were corsets 
Administration............ 7.5 8.6 and brassieres, gloves, hosiery, 

Occupancy Ke bth Cabs bia’ 6.7 7.6 and toilet goods. 
srt arg Sr Mea ae ont vi 6. Dollar sales declined on an average 

P55 ocr 5 asa oa 2 ihe > 0.8 0.8 


14.5 per cent, with the greater 


‘a Buying. . 4.4 4.4 

Selling (not including de decline in the last half of the 
MNS. Ces heves..., RA 8.8 year. The report quotes the 
Delivery.........+....--. 0.7 0.8 Fairchild index of retail prices, 
; which fell 15.4 per cent during the 
These stores have apparently re- year, and concludes: ‘The phys- 
duced selling payroll more than in ical volume of sales was main- 

proportion to decline in dollar tained in 1931.” | 
sales but they have not succeeded The following table gives the more 


in reducing fixed expense. The important figures to be found in the 
report points out the need for a three reports in question: 


DEPARTMENT AND SPECIALTY STORE RESULTs 1931 
(Net sales equal 100 per cent except where noted) 
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A Course in Retailing for the High School 


KATHERINE ABEL CLARK 


Every teacher of salesmanship or retailing in high schools will 
welcome this account of one of the most carefully worked out 
cod perative courses in the country 


For several years, the school authori- 
ties and merchants of Lancaster, Penn- 
sylvania, have felt the need for better 
trained salespeople. The present Co- 
dperative Retail Selling Course is a direct 
attempt to meet this need. Officers of 
the Federal Board of Vocational Educa- 
tion, of the State Vocational Board, and 
of the local chamber of commerce co- 
éperated with the school system and the 
merchants to work out a course combin- 
ing classroom instruction with experience 
on the job. 

A two-year course was opened to girls 
in the fall of 1927 and boys were admitted 
in the fall of 1931. Pupils sixteen years 
of age, who have completed the tenth 
grade, are admitted. From the stand- 
point of mental ability, the students in 
the courses range from the upper to the 
lower quartile. It is interesting to note 
that many of those in the lower quartile 
make desirable salespeople because of 
willingness and a desire to please. 


AIM OF COURSE 


The principal aim of the course is to 
train the pupils so that they will fit into 
the retail work in the city at the comple- 
tion of their course. This provides for 
660 hours of work per semester in the 
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stores and requires the pupil to be in 
attendance in school every forenoon. 

According to the plan adopted, the 
pupils gain experience during the after- 
noons and Saturdays of their junior and 
senior years in high school. One half 
the time is spent in school and one half in 
the stores. The pupils are graduated 
from the school and given a diploma in 
the Coéperative Retail Selling Course 
at the completion of the four-year high- 
school training. 


CONDITIONS OF EMPLOYMENT 


In placing the girls and boys, care is 
taken to consider the pupil’s potentiali- 
ties and the types of positions open, 
thereby attempting to place the right 
pupil in the right position. 

When the course was begun, the pupils 
attended school during the regular school 
morning hours (8.45-12.00). At present 
they attend school from 8.00 to 11.15 a.m. 
This change was made upon requests 
from the merchants. According to this 
arrangement, the stores have additional 
help over the lunch hour, since pupils 
start store work at noon. 

Pupils work four and one-half hours 
each afternoon and eight hours on Satur- 
day. They are paid $4.75.a week for the 
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first five months, $5.50 for the second five 
months, $6.50 for the third five months, 
and $7.75 for the last semester of the 
course. After they are graduated, the 
salary depends entirely upon the indi- 
vidual. During the two years of the 
course, it is possible for each pupil to 
earn at least $490, not including the extra 
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pay she gets for her vacation and Christ- 
mas work. Special remuneration is 
received for all extra time. 


FOLLOW-UP WORK IN STORES 


The work of the pupils in the stores is 
followed up daily and the following 
printed rating card is filled in monthly: 





REPORT OF PUPIL SALESPERSON 


























Number of sales..................... ada 
Amount of credits ......0.....0..00.00.... 


Name of Pupil.......... Date 
Departments Worked In 
Month Ending Selling | Nonselling 
Days Hours | Days Hours 
oie. ccadedle Micpunon stbesaoraeess Selling percentage 


Total wages paid . 
Number of special pupil conferences 

















DI a vekeaaidchadlsuin Mielec thissesn'es Suggestions for improvement 
ESSE I eae ee 
Days absent.... 
Rating 
In rating each employee, use the scale below 
Excellent A | | | | di | l ” 
Good B e gigi.is 
Q & 3 2 | 
Fair Cc = id a > > ea Be wi 
Poor =D s/s /E lei) '/ 21/2) 2812 | 8 
Deficient E 2 & E = =| 3 | § | 2 ¢ | 8 | 26 
mic (/ STS sl} e} a jpolal] “ais 
(Name) | | | | 





. Health — Consider regularity of attendance, at- 
titude towards work, and general physical condition. 
Appearance — Consider neatness, cleanliness, and 
conformity to the dress regulation. 

Manner — Consider courteous treatment of cus- 
tomers and of other employees and continuous 
patronage secured. 

Initiative — Consider resourcefulness and ability 
to work without continual direction. 

Industry — Consider constancy of application to 
work. 


— 


~ 


oe 


> 


wn 








6. Accuracy — Consider correctness in the execution 
of every detail 
7. Loyalty — Consider faithfulness to a personal 
ideal and to the interest of the store. 
. Coéperation — Consider willingness to work with 


oo 


others. 

9. Responsibility — Consider reliability in the dis- 
charge of every duty. 

10. Knowledge — Consider possession of necessary 
information. 
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This card shows the estimate of the 
pupil from the standpoint of two people 
who are directly responsible for his ad- 
vancement or retardation. The rating 
card thus serves not only as a check on 
selling accomplishments but also gives 
the pupil and teacher an allocation of 
difficulties which must be removed in 
order to perfect the former’s salesman- 
ship. 


COURSE OF STUDY IN SCHOOL 


The following is the course of study as 
adopted: 


ELEVENTH OR JUNIOR YEAR 





—ae Credit 





wee 
ER © cues va Gee ee 5 1 
History of Commerce... .. 3 i 
MES Gee ses fetes 5 1 
Household Physics....... 2 io 
Physical Education...... 1 or 2 io 
Drawing (Art of Sales- 

I ees secdians 1 or 2 Po 
Choral Practice.......... 1 Js 
Ope WORK... oJ... 65... 1,320 hours | 1 

a year 
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TWELFTH OR SENIOR YEAR 





os | 
Periods per | Creait 








week 
English........... Pi 1 
Social Problems......... 3 or4 4 
a Ee CRE ere 5 1 
Costume Designing..... 1 or 2 i 
Choral Practice. ..... see 1 16 
Physical Education. .... 1or2 i's 
Store Work............. 1,320 hours | 1 
a year 
4% 











JUNIOR COURSE 


The retailing study included in the 
junior year covers the following subjects: 


1. Retailing organization and princi- 


2. Textiles. 


3. 


Nontextiles. 


ples. A survey of the types of 
retail stores, appearance and dis- 
play of merchandise, department- 
alization, service features, rela- 
tionship between advertising and 
selling, and the functional or- 
ganization of the store. This 
last subject is only briefly treated 
here since it is taken up the sec- 
ond year in detail. These sub- 
jects are considered four days a 
week for the first part of the 
course and Mondays are devoted 
to reporting current items from 
trade papers and journals. 
Textile fibers, yarns, 
spinning, weaving, and finishing. 
About two hundred fabrics are 
analyzed and compared for the 
purpose of acquainting the stu- 
dent with selling points of staple 
cottons, silks, linens, woolens, 
and rayons. About three weeks 
of the year’s retailing course is 
devoted to this subject. 
Considered from the 
merchandising rather than the 
production viewpoint. Some of 
the goods considered are paper, 
cellulose products, wood, rubber, 
leather, shoes, ceramics, furs, pins, 
buttons, toys, jewelry, books, 
fruits, and vegetables. Each stu- 
dent makes two studies and re- 
ports a year, each study covering 
one of these products. Each 
nontextile is treated under the 
following headings: _ history, 
source of raw materials, econom- 
ics of supply, principles of con- 
version to finished product, uses 
of finished product, properties of 
product, and tests. 
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4. Store system. (1) Sales systems, 1. Store mathematics. Arithmetic, 





including the salescheck, cash 
handling, cash registers, charge 
sales, C.O.D. sales, mail orders, 
lay-bys, transfers, delivery rout- 
ing, and adjustment procedure; 
(2) receiving systems, including 
the receipt, checking, marking, 
storing, and distribution of the 
merchandise to selling depart- 
ments and the flow of the invoice 
from mailroom to accounts pay- 
able. This information is given 
to simplify the maze of routine 
so that the student may compre- 
hend quickly why the multitude 
of operations are performed and 
why many exacting demands are 
made by executives. A special 
retailing manual is prepared in 
this connection for the perma- 
nent recording of the information 
learned. 


5. Psychology of retail salesmanship. 


Survey of the growth and im- 
portance of salesmanship; the 
salesperson—his problems and 
character—essentials for success; 
knowledge of store; knowledge 
of customer; knowledge of mer- 
chandise; the selling process; 
getting the customer’s attention; 
arousing interest; creating desire; 
handling objections; closing the 
sale; will the customer come 
again; special types of selling— 
telephone, bargain basement, 
demonstrations; the manager 
and efficient salesmanship. 


SENIOR COURSE 


The retailing study in the senior year 
covers the following subjects: 


figuring of saleschecks, markup, 
markdowns, discounts, retail 
method of inventory, etc. 


. Nontextiles. Reports on particular 


types of merchandise. These 
are similar to those prepared in 
the junior year. Each student 
selects the kind of merchandise 
he is selling or is planning to use 
as a subject for a class project in 
advertising. 


3. Department-store advertising. Media, 


use of newspapers for business 
building, seasonal promotions, 
special sales. Emphasis is placed 
upon securing codperation on 
merchandising departments with 
advertising departments and 
upon the responsibility of sales- 
people in maintaining up-to-date 
information regarding advertised 
articles. 


4. Department-store organization. The 


functions of different executives, 
correlation between different 
branches. Store executives are 
invited to give special lectures 
during this portion of the course. 


5. Correlation problems. Store atmos- 


phere as expressed in display, in 
merchandise arrangement, and 
in personnel; organization and 
lines of authority; store policies; 
trade tendencies; departmental 
arrangement in its effect on 
selling. The purpose is to 
show the student how he may be 
best able to profit by his store ex- 
perience and what he may look 
for while on the job. It serves to 
sharpen powers of observation 
and to develop the ability to 











think through a problem. A 
manual answering some 300 ques- 
tions is prepared by each stu- 
dent. 

Pupils give weekly reports on 
items in retailing of current in- 
terest. There also are lectures 
and discussions by people promi- 
nent in the retailing field and 
moving pictures on different prod- 
ucts are shown. 

During a recent term, mer- 
chants told the class of the 
methods pursued in group buying, 
explained the purpose of the re- 
tail-credit bureau, discussed the 
retail method of inventory, told 
of the means used in choosing ex- 
ecutives, and discussed the value 
of posture and of proper founda- 
tion garments. In addition to 
the above speakers, several repre- 
sentatives of well-known brands 
of merchandise addressed the 
group. 

It is not the purpose here to outline 
subjects other than retailing included in 
the two-year course. It may be said, 
however, that the course in drawing 
includes lettering and poster work and 
ties up with the work in advertising. 

For boys and girls working in grocery 
stores or home-furnishing departments, 
a term is given to foods and another to 
interior decoration rather than to cos- 
tumes. 


TEXTS 


The following texts may be recom- 
mended for use in connection with the 
retailing course: 
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Junior Year 

First term—Retail Selling, by Helen 
R. Norton (Boston: Ginn and 
Company) or Store Salesmanship, 
by Brisco, Griffith, and Robinson 
(New York: Prentice-Hall, Inc.) 

Second term—<Salesmanship, by 
Paul Ivey (New York: The Mac- 
millan Company) or Principles of 
Selling, by H. K. Nixon (New 
York: McGraw-Hill Book Com- 
pany, Inc.) 

Senior Year 

First term—Essentials of Advertis- 
ing, by F. Blanchard (New York: 
McGraw-Hill Book Company, 
Inc.) or An Introduction to Retail 
Advertising, by A. J. Brewster 
(New York: McGraw-Hill Book 
Company, Inc.) 

Second term—Elements of Retailing, 
by Ruth Leigh (New York: D. 
Appleton and Company) or Store 
Management, by N. A. Brisco 
(New York: Prentice-Hall, Inc.) 

The following periodicals will also 
prove helpful: 

Retailing, a weekly 

Dry Goods Economist, a monthly 

Journal of Retailing, a quarterly 


CONCLUSION 


Most of the graduates of the courses 
have found permanent positions in the 
stores in which they have obtained their 
training. Others are continuing their 
studies in higher institutions. All have 
been given a supervised contact with 
business affairs that has prepared them 
to be useful members of the retailing 
fraternity. 














Book Reviews 


Credit Department Salesmanship, by 
John T. Bartlett and Charles M. Reed. 
New York: Harper and Brothers, 
1932, 299 pages. 


This book contains a wealth of information 
regarding credit and installment selling. The 
text includes chapters on the credit man, super- 
salesman, installment-sales promotion, new 
accounts, collection salesmanship, credit and 
sales, methods of collection, etc. 

The authors offer a full and comprehensive 
report on situations that the credit man will 
meet in almost every type of installment selling. 
Numerous forms used by some of the leading 
installment firms now in business are presented 
throughout the book. There are chapters 
devoted to the psychology of handling the in- 
stallment customers which are exceptionally 
good. Particular attention is called to the 
systems and methods now used by the modern 
credit manager. This book is recommended 
to all students engaged in credit study. 

J. W. W. 


Dartnell Mailing List Handbook, edited 
by J. C. Aspley. Chicago: The Dart- 
nel! Corporation, 1931, 360 pages. 


Although intended primarily as a handbook 
for direct-mail advertisers, the Dartnell Mailing 
List Handbook will be useful to all advertising 
and sales-promotion executives. 

In this gne volume will be found a wealth of 
material dealing with the means of building, 
maintaining, and using a mailing list to best 
advantage. In addition, the book provides 
helpful information in regard to producers of 
direct-mail advertising; how direct advertising 
appropriations are divided; advertising-cam- 
paign planning data; market-analysis data— 
1930 census; general advertising data; postal, 
air-mail, and railway-express information; and 
many other facts needed by executives who plan 
advertising and sales-promotion activities. 

The section on advertising-campaign plan- 
ning data is typical of the completeness of the 
work. In this section, for example, may be 
found authoritative information on department- 
store buying seasons, peak seasons in various 


lines of business, mailing-list counts—principal 
trades, automobile and truck registrations, 
personal income-tax returns, number of users of 
electricity in the United States, number of cities 
and villages in the United States, number of 
telephones in the United States and Canada, 
number of manufacturers in the United States, 
count of wholesalers by States, count of retailers 
by States, count of retailers in Canada, typical 
operating expenses in wholesale businesses, and 
retail operating expenses. 
C. M. E. 


Pricing for Profit, by William L. Church- 
ill. New York: The Macmillan 
Company, 1932, 271 pages. 


Mr. Churchill, who is an economist and 
business counselor of recognized ability, has 
summarized the results of ten years of search for 
the correctible causes of nonprofitable enterprises. 

“Profit is an obligation that we owe society 
as all progress is derived from profit. It is 
therefore the obligation of all of us to conduct 
all of our price calculations upon a basis that 
will be profitable to all concerned.” 

Pricing for profit is the golden rule of business. 
There are natural economic laws whose violation 
is the cause of lack of profits. These laws are 
explained and their application made clear. 
The entire range of management, costs, price 
policies, salaries, advertising, selling, and profit 
requirements are covered. 

The volume is one which must be carefully 
read, weighed, and pondered over. Some of the 
suggestions seem paradoxical, yet the author 
cites cases for proof. 

Retailers will take exception to Chapter XI 
on dealer markups. The author contends that 
fixed markup ratios are inequitable, fallacious, 
and dangerous; and that the logical parties to 
establish all sales prices are the producers of the 
goods and services sold. This is a highly con- 
troversial subject and Mr. Churchill presents the 
producer’s side of the argument. 

The volume is one written for the alert, eager 
mind anxious to meet a challenging thought. 

W.H. F. 
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Principles of Marketing, by Harold H. 
Maynard, Walter C. Wiedler, and 
Theodore N. Beckman. New York: 
The Ronald Press Company, revised 
edition, 1932, 790 pages. 


This revised edition of the text published in 
1927 gives particular emphasis to new marketing 
information obtained from the Census of Dis- 
tribution. The book is enlarged and rearranged 
to such an extent as to make it practically a new 
book. 

It is gratifying finally to have a book avail- 
able in which market-classification terminology 
conforms with that adopted by the Government. 
Quite naturally, the wholesaling chapters are 
especially valuable, due to the experience of one 
of the authors as expert in charge of wholesale 
distribution, Bureau of Census. 

Although the sections on retailing concern 
the development and organization of the more 
important types of retail outlet rather than 
their operation, the book is valuable to students 
of retailing in so far as it shows the place of 
retailing in the field of marketing. 

E.O.S. 


The Road to Good Advertising, by Ken- 
neth Collins. New York: Greenberg, 
Publisher, Inc., 1932, 217 pages. 


Whenever Mr. Collins speaks or writes, 
advertisers expect fresh, stimulating viewpoints. 
His facility for analyzing situations quickly and 
for going right to the point makes advertising 
problems seem less complex than most adver- 
tisers find them. 

In characteristically clear, enthusiastic style 
Mr. Collins discusses retail advertising in its 
various phases. Many advertisers will take 
exception to some of his expressed viewpoints. 
However, the book is thereby made doubly 
valuable because it stimulates thought. Adver- 
tisers can well afford to give more consideration 
to uniformity, continuity, planning, budgeting, 
advance preparation of copy, and study of con- 
sumers and of media as the author suggests. 


He points out the importance of avoiding 
hodgepodge advertisements and the advisability 
of preparing, instead, advertisements for each 
department or group of related departments. 
Suggestions are offered for making copy “hit the 
nail on the head.” In every one of his twenty- 
two chapters, advertisers and students will find 
helpful, provocative discussion. 


C. M. E. 


Store Salesmanship, by Norris A. Brisco, 
Grace Griffith, and O. Preston Robin- 
son. New York: Prentice Hall, Inc., 
1932, 413 pages. 


This volume Store Salesmanship is all that its 
title implies. While the authors treat of every 
phase of retail selling, nevertheless they have 
done an excellent job in presenting definite, 
concrete information under each subject covered. 

Not only are the fundamental principles of 
retail salesmanship presented in a clear, concise 
manner, but chapters are devoted to such im- 
portant subjects as care of merchandise, selling 
points of textile merchandise, nontextile mer- 
chandise; knowledge of color, line, and design, 
knowledge of fashion, and sources of merchan- 
dise information. The material contained in 
this book has been so prepared and organized 
that it will be equally valuable for use as a 
textbook in secondary schools and for use in 
salesmanship training in stores. 

This volume has made its appearance at a 
most opportune time. Too much emphasis 
cannot be placed today on the need for better 
selling. Good salesmanship can check declining 
volume, which is being universally experienced 
today; it can reduce the return-goods problem 
to a minimum; it can increase the amount of 
the unit sale with resulting favorable effects on 
operating costs and net profits. 

All those engaged in retailing, or charged 
with the responsibility of supervising or training 
retail salespeople, will find this book a source 
of practical up-to-date information. 

W.A. F. 

















Editorial— Meeting the Challenge of the 
Lowered Average Sale 


An analysis of the 1931 operating 
results of department stores, reported 
elsewhere in this issue, leads to the con- 
clusion that falling prices have been the 
paramount cause of the adverse showing. 
Department and specialty stores, as a 
group, have been selling as much mer- 
chandise as they did in 1930 and in 1929. 
The larger ones are handling even more 
transactions than they did two years 
ago. 

A realization of this startling fact 
points the way to a solution of the profit 
problem. The answer is certainly not 
to be found in violent attempts to in- 
crease the number of transactions. If 
customers with their reduced incomes 
are buying clothing and home furnish- 
ings as frequently today as they did in 
the heyday of prosperity, no amount of 
dramatic price appeal is going to acceler- 
ate their purchasing. Customers are 
not going to buy 30 per cent more mer- 
chandise because prices are down 30 per 
cent. The remarkable fact is that they 
are buying as much as they are. 

Nor is the answer to be found in a 
policy of waiting for prices to rebound to 
“more normal” levels. The present low 
prices and even lower ones may be nor- 
mal for the future. We are probably 
in a world of new low values as measured 
by money. 

If consumers cannot and will not buy 
more physical merchandise than they are 
currently buying, if prices are down to 
stay, complete adjustment of operations 
must be made at once. There are three 
methods that have merit. 


INCREASING MARKUP 


The first is to recognize the fact that 
costs of handling a transaction cannot, 
for some time at least, be reduced in 
proportion to the decline in the amount 
of the transaction. The markup per- 
centage, then, should be increased as 
much as competition will allow, in order 
to keep the dollar markup at a point 
that will cover expenses. Some are of 
the opinion that it can be done by re- 
ducing markdowns and shortages. This 
is probably a vain hope. So long as fash- 
ion is a factor in customer choice, buyers 
will continue to make mistakes. There 
is more merit in the suggestion to in- 
crease the initial markup. This was 
actually done in 1931 to a small extent 
and the effort should not be slackened. 
It is not necessary to mark goods above 
the prices of competitors but it is neces- 
sary to put more promotional emphasis 
on the goods carrying a higher than aver- 
age markup. 


INCREASING THE AVERAGE SALE 


The second method to meet the situa- 
tion is to increase the size of the average 
transaction, not by raising prices but by 
selling better merchandise or more mer- 
chandise at each transaction. In large 
department stores, it costs 81.5 cents to 
handle the average sale of $2.28 or 35.8 
per cent. If the average could be in- 
creased to $2.50, with no increase in dol- 
lar expenses, the expense ratio would 
fall to 32.6 per cent. 

Some of the methods to increase the 
average sale are as follows: 











1. Maintain a standard of quality. 


For example, if the lowest price 
line in hosiery was formerly $1.25 
and if the same quality can now 
be sold at 79 cents, it is not wise 
to introduce a 59-cent line. If 
it has been introduced, its elimi- 
nation should be considered. 
Prices that have been introduced 
solely to increase the number of 
transactions and are not high 
enough to be profitable are unde- 
sirable. The demand for price 
on the part of the customers has 
probably passed its climax and 
the qualities of durability, fit, 
workmanship, and color fastness 
are likely to be again in demand. 


2. Put the emphasis in advertising, in 


display, and in salesmanship on 
the middle best selling price lines 
and on the higher price lines and 
less on the lowest price lines. 
The latter will sell with less pub- 
licity than is necessary for the 
others. 


3. Feature multiple sales. If the 


price of an article that was $1.00 
is now 45 cents, feature ‘3 for 
$1.30.” The customer should 
always be able to save money by 
buying the multiple unit. This 
is one of the hopeful methods of 
maintaining or increasing the 
average sale in the face of price 
declines. It is, however, a com- 
petitive weapon, and is not likely 
to increase the aggregate pur- 
chases of customers. 


4. Develop intelligent suggestion sell- 


ing. Salespeople should _ be 
taught how the ensemble idea 
can be applied to every line of 
merchandise. Every customer 


EDITORIAL 63 


for one article is a potential cus- 
tomer for certain related mer- 
chandise. Another good plan is 
to select a special suggestion item 
each week that is timely and of 
general interest but would not 
normally be asked for by the 
shopper. Prizes may be given to 
the salesperson selling the most 
of the special item. Another plan 
is to have salespeople in related 
departments work in teams, each 
clerk suggesting that customers 
call on the other member of the 
team in the other department for 
related merchandise. 


REDUCING EXPENSES 


The third method to achieve profitable 
operations is to make every effort to 
reduce those expenses that have not 
been brought into line with curtailed 
volume. The accompanying table, based 
on data from the Controllers’ Congress 
reports, shows that selling expense, par- 
ticularly selling salaries, have been 
reduced in proportion to sales. It ap- 
pears that salespeople have had large 
salary reductions. Any further cuts 
here are not only unfair but are likely 
seriously to impair morale. Buying ex- 
penses, likewise, have generally been 
proportionately reduced. In the case of 
administrative expenses, the results in 
different size groupings vary. Probably 
executives’ salaries have been cut but 
taxes, depreciation, and costs of super- 
intendency are near their former levels. 

Publicity expenses have considerably 
increased in percentage. The 1931 out- 
lay has resulted in bringing in as many 
sales transactions as before but not as 
many dollars. Advertising has not 
failed to bring people into the store in 
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a buying mood but both advertising and 
merchandising have been unable to 
realize the old dollar volume. Adver- 
tising rates should be reduced or stores 
must attempt to make more effective 
use of space. It is also possible that less 
emphasis on low-priced “bargains” and 
more on high-grade merchandise will in 
the future show better results in yielding 
aggregate dollar sales. 

But the chief expense function that 
is out of line is occupancy. Fixed plant 
and equipment costs—rent, interest, de- 
preciation, taxes, and repairs on building 
and equipment—are apparently about as 
high as they have been for some years. 
The percentage is therefore greater. 
Rents are too high, and depreciation and 
interest are being charged on values that 
are far above market. Stores that own 
their property should revaluate their 
fixed assets, charging off capital losses 
against surplus. Those who lease should 
make every attempt to enter into new 
contracts that will be fair to both parties. 
Perhaps some stores can operate with 
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less space, and rent one or two 
floors. 

The great management problem of to- 
day is not to reduce payroll further but 
to make radical adjustments in physical 
plant and variety of services offered. 
Radical reductions in service features will 
be a necessity for many stores. For ex- 
ample, with a decline in price from $3.00 
to $2.00, margin may be reduced from 
$1.00 to 67 cents. With service costs 
relatively higher than commodity costs, 
it is obviously unprofitable to give custo- 
mers the same amount of service that 
was formerly given at the higher price. 
Limited service departments handling 
the low-priced items are likely to be an 
important development. 

If merchandise executives will concen- 
trate on improving the dollar markup by 
increasing the percentage or by increas- 
ing the average sale and if management 
executives will concentrate on making so- 
called fixed expenses controllable, there 
is no doubt that profitable operation will 


again be possible. 


FUNCTIONAL EXPENSES IN DEPARTMENT AND SPECIALTY STORES, 1930 AND 1931 





















































Department Stores 
Expense Classification my 
$500,000- $1,000,000- $2,000,000- $5,000,000- Over 
1,000,000 2,000,000 5,000,000 10,000,000 $10,000,000 

1930 | 1931 1930 1931 1930 1931 1930 1931 1930 1931 | 1930 | 1931 

Administrative. ...| 8.8 | 7.7 7.6|7.3 | 6.9 | 7.2 6.6 | 6.5 5.8 | 6.6 | 7.1 | 7.6 
Occupancy....... 6.0 | 7.3 6.7|}7.8| 6.5] 7.2 6.8 | 7.2 7.117.917.6] 8.5 
Publicity......... 4.1; 5.1 4.8/5.0} 4.6}5.3| 4.8)5.6] 4.6|5.3 | 5.6] 5.8 
Buying........... 40/43) 49/44] 42/45] 41/46] 4.3)4.3)5.5] 5.4 
Selling........... 10.8 10.6 | 10.0}9.5}] 9.8 }10.1 9.5 |} 9.8} 10.4 |11.4 | 9.2 | 9.3 
i 7.8 6.8 | 6.8 6.3 | 6.5 §.715.7 1 58 | 6.0 1 6.1 ] 5.7 
































